STATE OF MAI NE Docket No. 98-596
PUBLI C UTI LI TI ES COVMM SSI ON
August 10, 1998

EASTERN MAI NE ELECTRI C COCOPERATI VE, | NC. NOTI CE OF

| nvestigation of Stranded Costs, | NVESTI GATI ON
Transm ssion and Distribution

Uility Revenue Requirenents, and

Rat e Desi gn

VEELCH, Chairnman; NUGENT, Conmi ssi oner

l. SCOPE OF INVESTIGATION

As part of our electric restructuring obligations, the
Comm ssi on nmust conduct an adjudicatory proceeding to determ ne
stranded costs for each electric utility in the state including the
state’s consuner-owned utilities (COUs). 35-A MR S. A 8§ 3208(8).
In the sane proceeding, we will establish the revenue requirenents
and stranded cost charges for each transm ssion and distribution
utility at the tinme retail access begins on March 1, 2000. Wth
this Notice, the Coonmission initiates a proceeding to investigate
these matters for Eastern Maine Electric Cooperative, Inc.?
Pursuant to 35-A MR S. A 8§ 3209, we will also investigate the rate
desi gn necessary and appropriate to recover transm ssion and
distribution utility revenue requirenents and stranded costs. As
required by 35-A MR S. A 8 3209(2), this investigation will include
setting T&D rates for backup and standby service.

11. OPPORTUNITY TO INTERVENE

Any person who wi shes to participate in this proceeding as a
party nust file a petition to intervene with the Conm ssion's
Adm nistrative Director, Public UWilities Conm ssion, 242 State
Street, 18 State House Station, Augusta, ME 04333-0018, by August
25, 1998. Copies of the petition should also be sent to Janes L.
Dean |11, General Mnager, Eastern Miine Electric Cooperative, Inc.,
9 Union St.; P.O Box 425; Calais, ME 04619-0425.

Petitions to intervene nust be in witing and state the nane
and docket nunber of this proceeding and how the petitioner is
affected by the proceeding. The petition should also include a
short and plain statenent of the nature and extent of the

'Notices initiating sinmlar investigations are being sent to each
CQU today. As described in Section IV, we will consider processing
all COU cases as one consolidated proceeding. For admnistrative
conveni ence purposes, we generically refer to the subject utility
Eastern Maine El ectric Cooperative, Inc., also as “COUJ’ in this
Not i ce.
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partici pation sought, and a statenent of the nature of the evidence
or argunment the proposed intervenor intends to submt. Shortly
after the deadline for petitions to intervene, the Comm ssion wll
send to each proposed intervenor a copy of the service list in this
case.

bjections to petitions to intervene nust be nade in witing by
September 3, 1998. Persons that do not want to be a party but w sh
to nonitor the proceeding nay request to be placed on the
Commi ssion's interested person |ist by contacting the Comm ssion's
Adm nistrative Director at the sane address |isted above.

I111. PRELIMINARY SCHEDULING ISSUES

The Comm ssion expects the COUs to file their cases not |ater
t han October 15, 1998. The Conm ssion has identified four major
conponents to the COU s case in this proceeding:

Stranded costs;

T&D revenue requirenents;
T&D rate design; and
Stranded cost rate design.

PwhE

35-A MR S.A 8§ 3201 et seq. requires that the Conm ssion
provide the T& utility with a reasonabl e opportunity to recover
stranded costs. To the extent they otherwi se qualify for recovery,
stranded costs associated with a utility's generation assets will be
cal cul ated by taking the difference between the net plant investnent
of the asset and the market value of the asset, while stranded costs
for a utility's purchased power contracts are based on the
di fference between the future contract paynments and market val ue of
the contract. 35-A MR S. A 8 3208(2). As part of its stranded
cost filing, the COU should include its best estinmate of the narket
value of its generation assets and contracts based on currently
avai |l abl e market information. Such estimates should reflect the
maxi mum mar ket value of a facility or contract under a reasonable
set of investnent and operating scenarios. The stranded cost filing
should also clearly identify any anount of stranded costs
attributable to Mai ne Yankee.

The T&D revenue requirenent filing should generally conply with
t he provisions of Chapter 120 of the Conmission's Rules.? The
filing should clearly identify how all assets and liabilities,
over heads and other joint and common costs of the COU are being
all ocated anong its core T&D busi ness, other non-core ventures, and
t he generation busi ness.

The CQU, however, need not file replacenent schedul es as
requi red by Section 3 of Chapter 120.
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IV. PRE-HEARING CONFERENCE

A consolidated pre-hearing conference on all of the CQOU
stranded cost, T&D revenue requirenent cases will be held on
September 4, 1998 at 1:30 p-m. in the Conm ssion's Hearing Room
The purpose of this conference wll be to discuss the schedul e and
processing of this case, to address any objections to petitions to
intervene in this matter and explore the opportunities for possible
efficiencies by conducting joint proceeding in the COU cases.

V. NOTICE OF PROCEEDINGS
The Adm nistrative Director shall serve a copy of this notice
on those persons included in the restructuring service list. 1In
addition, the Adm nistrative Director shall place the attached
notice in newspapers of general circulation in the EMEC s service
territory.
Dat ed at Augusta, Maine this 10th day of August, 1998.

BY ORDER OF THE COWM SS| ON

Dennis L. Keschl
Adm nistrative Director

COWM SSI ONERS VOTI NG FOR: Wl ch
Nugent
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NOTI CE OF RI GHTS TO REVI EW OR APPEAL

5 MR S. A 8 9061 requires the Public Uilities Comm ssion to
give each party to an adjudicatory proceeding witten notice of the
party's rights to review or appeal of its decision nade at the
concl usion of the adjudicatory proceeding. The nethods of review or
appeal of PUC decisions at the conclusion of an adjudicatory
proceedi ng are as foll ows:

1. Reconsi deration of the Comm ssion's Order may be requested
under Section 1004 of the Conm ssion's Rules of Practice and
Procedure (65-407 C MR 110) within 20 days of the date of the
Order by filing a petition with the Conm ssion stating the
grounds upon which reconsideration is sought.

2. Appeal of a final decision of the Conm ssion may be taken
to the Law Court by filing, within 30 days of the date of the
Order, a Notice of Appeal with the Adm nistrative Director of
t he Comm ssion, pursuant to 35-A MR S. A 8 1320 (1)-(4) and
the Maine Rules of Cvil Procedure, Rule 73 et seq.

3. Addi tional court review of constitutional issues or issues
i nvol ving the justness or reasonabl eness of rates may be had by
the filing of an appeal with the Law Court, pursuant to 35-A

MR S. A 8§ 1320 (5).

Not e: The attachnent of this Notice to a docunent does not indicate
the Comm ssion's view that the particul ar docunent may be
subject to review or appeal. Simlarly, the failure of the
Comm ssion to attach a copy of this Notice to a docunent does
not indicate the Conm ssion's view that the docunent is not
subj ect to review or appeal.
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EASTERN MAI NE ELECTRI C COOPERATI VE, | NC
I nvestigation of Stranded Costs,
Transm ssion and Distribution
Uility Revenue Requirenents, and
Rat e Desi gn

Docket No. 98-596

The Legislature recently passed a law to restructure the electric
i ndustry. Beginning on March 1, 2000, all consuners will have the right
to purchase generation services directly fromconpetitive electricity
providers. As part of the restructuring process, the Miine Public
Uilities Commission (MPUC) is required to conduct an adjudi catory
proceedi ng, in accordance with the Maine Administrative Procedure Act,
to determine a utility's stranded costs (costs made unrecoverabl e by
restructuring), the revenue requirenents for the nonopoly transm ssion
and di stribution conpany, and to design the rates necessary and
appropriate to recover these charges. On August 10, 1998, the MPUC
initiated a proceeding to investigate these matters for Eastern Maine
El ectric Cooperative, Inc.

To present your views in this case, you may participate in one of
two ways:

1. You nay petition to intervene. |If your petition to intervene
is granted, you will be a party with the right to participate formally
in the hearings and in negotiations. Your petition nust be made in
writing and nust state the nanme and docket nunber of this proceeding,
and the manner in which you are affected by the proceeding. Your
petition nmust also include a short and plain statenent of the nature and
extent of the participation you seek, and a statenment of the nature of
t he evidence or argunent you intend to submit. Your petition nust be
received by the Administrative Director, Public Utilities Conmm ssion
242 State Street, Augusta, Miine 04333, no |ater than August 25, 1998.
You nust send a copy of your petition to Janes. L. Dean Ill, Genera
Manager, Eastern Maine Electric Cooperative, Inc., P.O Box 425, 9 Union
St., Calais, ME 04619-0425. For those people who wish to intervene, a
pre- heari ng conference has been schedul ed for Septenber 4, 1998 at 1:30
p.m at the Conmmission’s offices at 242 State Street, Augusta, Mine.

If your petition is denied, you nay still request that your nane be
pl aced on the Comrission's mailing list for this case as descri bed
bel ow.

2. You may request that your nanme be added to the mailing list as
an interested person. |If your nane is added to the nailing list as an
i nterested person, you will receive notice of the tinme and place of any
hearings, including public witness hearings, held in this case.

THE COWM SSI ON W LL NOT PUBLI SH ANY FURTHER NEWSPAPER NOTI CES OF
THI' S PROCEEDI NG OR ANY HEARI NGS.

If you need nore informati on about which nmethod of participation
you shoul d choose, wite to the Adm nistrative Director at the above
address or call (207) 287-3831
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Title 35-A of the Mai ne Revised Statutes and Comm ssion Rules w |l
govern this proceeding.



